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1. This review is restricted to the following three staff studiess
{a) Genersl Industry and Power; {b) Stesl inspection and (¢) Budgatary
end Pinencial inspection. It zust be concluded that the Task Force

gls for the inspection of general infustiry, power and steel are
got alequate to serve the objectives of the Disarmaspent Flau.

B. Objective of Inspection System

1. A¢ stated in the D nt, Bt the "primery cbjective of
an inspection system 1s to lnsure t the possibility of surprise
atisck involving muclear or conventicnal means separataly or in combi-
nation snd to insure the full compliance by signstory nations with
agreements relative to disarmement.”

2. "Surprise attsck is conceived as being {e) in point of imminence,
one whaich might occur at any time snd without warning, utilising existing
cepabilities, or, (V) vhich might occupr at some future, possible
distant date utilising cepabilities resulting Prom ] r{on
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3, In view of present Soviet military cepabilities ang inspection
of steel, genmeral industry, electric power, and the dudget, in them-
selves, would be of limited value in anticipating e surprise attack.

It is recognized that major esphasis must be placed upon the inspection
and verification of Soviet military forces and installations presently
in existence., The emphasis will be especially vital in the early stages
of sn inspection program. However, & astudy of the industrial base

and the Soviet budget and finsncisl system becomes of increased impor-
tance as e safeguard against a surprise sitack at scme future date.
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fSuch a surprise sttack would be MW%M@@M advances
rnﬂtmmmwmamm m.mmumiw in any
syaten which provides only for the inspection of militery forees in
sxistence, This review is, therefore, orisnted tovard commenting on
the effsctivensas of the inspection procedures ia soticipating s future
attack.

N staten that “the primery cbjective of the steel
' mwmwmarmszwmt
purposes and to setect any isportant divisions Tor expanded proguction.”

be maWMemwityMtMth is for in
mnwﬁ@mtrwmtmn,ummumﬁm
{n this coptext., Although confirmation of “output potentialitiea” is
bighly deaireble fran ap intelligence gtandpoint, an inspection of this
type would not digclose the extent to whieh such cutput is used for
avsamant purposes.

c. It is belleved, that to mest the stated cbjectives, the
functions of the Steel Inapection Organisation should be re-oriented
tovard tracing output ood shipments of selected products from the
groducing plants and, by liaison with other sppropriste inspection
teems, through the conmuming plants. Pransshipments, imporis and stock~
piles should also Be subjected to contimuing inspection. With scae
slloying materials, ths tracing procedure should be initisted at the
mine ard through to the final conwumer.

2. HRsetris Pover and Selected General Industries

a. Information on existing (end plazned) electric pover facili-
ties mmimwmuuml ag messures of general industrisl
capebilities. Thay will not, however, provide ipdications of "surprise
attack” nor provide *early varning". This conelusion is based on the
fast that production potentialities in ench of the omtegorips sxe
greater than requiremsnis for rormament” or “attack” purpcses.

w, It is essential to koov the use ptm statistics for
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2. The eomments of the Task Force on Censral Indusivy are
1imited to smmchine tools. HNo detalled inspection plen is proposed.
Howaver, it is clear that the ins tion of mechine tool producticn
sod distribution with po provision for cther metalworking equipeent
will be of 1ittie or no velue. Morecver, the commddity or industry
cuissions appear to be fully ss saricus as the ladk of & specific
Ton plan for machine tools and relsted metalworking squipment.
1n order to neet the stated objectives of the pian contimous flow
inspection of such strategle items us precision mechaniems, electronic
s@uipment, and gpecific chemicals such as 1iquid oxygen and fuming
nitric setd ought to be provided.

8. The Task Forcs Report correcily assedsss the limited and
supporting eontribtution which dudgetary and financisl ingpection oan
make towerd the specifie sbjective of the disayrmsment plan. As
isdicated in the Tagk Force Report, the 1imitations of both bhudgetary
snalysis and the accounts verification approeches preclude the

seibility of a fimancial inspectlon system comprehensive eogugh to
dstect mll conceiveble violations of the digsrmepent sgreexwsit.
Yurthermore, baceuss of the serious delays implicit in the submisslon
of statisticsl repcris, aualysia of these reports, and suditing of
supporting sooounts, budgetery end fisancial inspection would not
provide either protection sgninst surgrise attech or sarly waralng
of future atiack.

b, Budgetory and financial inspection would, however, consti~
tute & desirsble and vseful supplement to other forms of inspection,
by providing information concerning military forcee and their equipment,
srmement proluction, muclear enargy and guided migsile deveiopmants,
as well as by furnishing aa early, simple, and conspcucus test of
good faith on the part of tnhe nations subscribing to the Adsaropnent
agresment.

c. When the verificaticn-of-accounts stage ts reschsd, suditing
of Boviet mecounts should be fanilitated by the concentration of data
in tbe records of the Btate Bank, whose sccounts and trsnsactions mirror
the structure and money flows of the entire Soviet sconony. Toe records
and veports of the Trdustrial Bank should slso be carefully ingpected
becsuse industrisl and probebly military construction is financed through
this institution. In this commection, the Task Yorce Report {p. 18)
gives ton much welght to the significance, for financial jimspection, of
racent Soviet messures for sdministrative decentralization and raduced
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satliideal reporting from the provinces to Moscow, While s definite
werdn this divection is evident, most pertinent records will still
ve eighle in Mosoow,
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